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Vice President
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Ms. Magalie Roman Salas

Secretary WAR 2 7 1998
Federal Communications Commission

1919 M Street, N.W. OFHcsopn!wE""‘ CoMusigy
Room 200

Washington, D.C. 20554

Re: Ex Parte
No. 94-129

Dear Ms, Salas:

On March 26, 1998, I met with Mary Beth Richards, Deputy Managing Director; Larry
Strickling, Chief of the Competition Division; and Glenn Reynolds of the Common Carrier
Bureau concerning the above-referenced proceeding. The subjects discussed were consistent

with Excel’s comments and reply comments in this proceeding. During the meeting, the attached
materials were discussed.

Any questions concerning this submission should be directed to the undersigned.

Sincerely,
s A
es M. Smith
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Good afternoon. My name is James M. Smith. I am Vice President-Law and Public Policy
of Excel Communications Inc., which in a few short years has become the nation’s fourth-largest
.long distance telecommunications company serving résidential subscribers, and the ﬁﬁh-lmgcst in
terms of presubscribed lines. I joined Excel recently after seven years as President of the
Competitive Telecommunications Association (CompTel), the national industry association of over
225 competitive telecommunications service providers and their suppliers.

Excel greatly appreciates the opportunity to testify today on protecting consumers -- and, for
that matter, authorized carriers like Excel-- from “slamming.” As the chosen long distance company
of 5 million residential customers, Excel is harmed by the slamming of our customers. Let me be
categorical: Slamming in any form is unacceptable, and it should not be tolerated of any carrier,
whether large or small, local or long distance.

Excel is a meteoric success story in the long distance industry, growing from 105,000
presubscribed lines and $31 million in revenue to 5 million lines and $2 billion in annual revenues

nationally in the last four years. More importantly, Excel has brought the public some of the lowest



priced, highest quality long distance services in the nation. Excel’s “Dime Deal” features a flat rate
of 10 cents per minute to anywhere in the nation, 24 hours a day, seven days a week, at a monthly
service charge of only one dollar (which also provides the customer with up to 50% discounts on
hotel accommodations, rental cars, etc,) 1 am aware of no better residential long distance deal
anywhere. (Additional background information on Excel is appended hereto as Exhibit 1).

With Excel’s rapid growth, we and our customers have increasingly been on the receiving
end of unauthorized long distance carrier (“PIC”) changes. In other words, we have been slammed
far too often, and we have suffered real economic harm from slamming. And, candidly, like every
other carrier, we have had our own instances of inadvertently engaging in unauthorized transfers of
customers. Excel’s track record is one of the cleanest and best in the industry-- according to the
ILECs and the FCC, our ratio of PIC change disputes to PIC changes is far lower than the industry
average (Exhibit 2) -- but it has not been perfect. Literally all carriers make innocent mistakes in the
course of customer acquisition that result in “slams.” In most cases, these are unavoidable on the
part of the long distance carrier, as for instance where one member of a household authorizes the
change unbeknownst to others, or a clerical error (e.g., data entry) is made by either the long distance
company that reports the change or the local phone company that we must rely upon to execute it
prop;erly. In rare instances there are forgeries of signatures on seemingly legitimate Letters of
Agency (“LOAs”). And, unfortunately, there are unscrupulous customers and unscrupulous carriers.
Excel has never intentionally slammed a customer. But whatever the explanation, as I said earlier,

all slams are unacceptable, to Excel as well as to lawmakers.



Allow me to describe some of the steps Excel has taken to reduce to a bare minimum the
possibility of a slam. First, Excel does not employ telemarketers to acquire new customers, and we
don’t use contests, sweepstakes or checks with fine print to lure customers. Instead, our independent
representatives (“IRs”) deal virtually exclusively in written LOAs, signed by the customer. We
believe this is the best, hard evidence that a consumer wants to be swdtcﬁed to Excel, and we make
sure that our rates are clearly described on that LOA that the customer sees and signs. So the
consumer sees it in writing, and we get it in writing. We think this is a far superior method to
reliance on the telemarketer, who always seems to call you at home during the dinner hour, is always
is a total stranger, and who may or may not be honeét and clear about what he’s selling.

Some companies that rely on telemarketing to solicit customers have suggested that signed
LOAs should actually be abolished as a form of customer verification in favor of so-called third-
party verification (“TPV™)-- also over the phone-- of all change orders. This serves the interests of
telemarketers, because it’s very easy for them to “hot-key” the solicited consumer to the third-party
verifier, all in the same phone call. But TPV is flawed, because if the person on the phone isn’t the
head of the household, or says yes but is unclear as to what he or she is buying, the TPV during the
same call perpetuates the problem.

Excel thinks our person-to-person approach and getting the order in writing is the superior
approach, but it isn’t conducive to subsequent third-party verification. In California, where TPV is
mandatory, we are unable to reach 18 percent of our new customers to perform the verification.

They’re not home, or they consider returning another phone call to reiterate their intent to subscribe



to be a nuisance or imposition. So we wind up unable to hook up a substantial number of customers
who have already signed up with us in writing This will frustrate the customer, and will cost excel
tens of millions of dollars in foregone revenue. So, TPVencourages the telemarketing approach and
discourages the personal approach. So if you want more and more telemarketing-- more of those
calls during the dinner hour-- then TPV is for you. We think getting it m writing is the better way,
and so do the 5 million satisfied consumers who have switched to Excel over the past four years.
Even so, we recognize that we must guard against even the possibility of fraudulent conduct
or forged LOAs. Therefore, we randomly screen and verify 10-15 percent of these LOAs, and we
always verify when an IR submits 3 or more LOAs ai atime. Upon receiving each LOA, we send
the customer a “welcome package” to confirm the order, describe our rates again, and to give him
or her another opportunity to rescind the change. Indeed, we give each new customer a 90-day
guarantee, during which we will pay for his switch back to another company, with no questions
asked. To further guard against human error, two Excel employees “double key” the LOA
information into our database, and any discrepancy is automatically detected. Moreover, we
carefully train our representatives to avoid inadvertent transfers; we have established strong, “zero
tolerance” anti-slamming policies, communicate them clearly and frequently to our reps and make
them a part of the representation contract; and upon receiving a complaint, we automatically
terminate a representative unless a reasonable explanation is forthcoming within ten days. Needless

to say, we always reimburse a complaining customer to switch back to his carrier of choice, and re-




rate our charges to make the customer “whole.” Exce!’s anti-slamming policies and procedures are
further described in Exhibit 3.

Excel welcomes and pledges to cooperate with efforts by Congress and federal and state
agencies to reduce and punish slamming. Both the Federal Communications Commission (FCC) and
Congress, in enacting Section 258 of the Telecommunications Act of 1996, have also adopted a
“zero tolerance” anti-slamming policy and have taken effective action to control the problem without
disproportionately punishing carriers for unavoidable or innocent mistakes. As FCC Commissioner
Susan Ness testified two weeks ago at a Senate Commerce Committee hearing in Denver (Exhibit
4), the FCC’s current rules require long distance carriers to use one of four PIC change verification
procedures, including a written authorization, the method that Excel employs and considers most
reliable. (The other three permitted methods are confirmation by the customer via a dedicated toll-
free number, verification by an independent third party, or a “welcome package™ sent to subscribers
which allows them to reject the change-- a method used by Excel in addition to the written LOA).
The FCC also strictly prescribes the form and content of a written LOA to avoid deceptive marketing
and customer confuéion, and it has frequently exercised its authority to assess steep fines even for
inadvertent slamming. Section 258 of the new Telecom Act further requires slamming carriers to
transfer any monies received from a subscriber to the rightful carrier.

The FCC is nearing completion of a rulemaking (CC Dkt. 94-129) to add the anti-slamming
provisions of the Act to its rules and to consider additional measures to combat slamming ahd make

consumers whole, such as reimbursement for any premiums or frequent-flyer miles that would have



been earned with the authorized carrier. Excel endorses the FCC’s existing rules and generally
supports its further proposals.

Finally, the FCC is seeking to address a growing and prospectively huge new form of
slamming. As local exchange competition develops, and as ILECs begin to provide long distance
service, the former role of the ILEC as neutral and disinterested executor of PIC changes will be
obliterated. Already, the Ohio Commission has sanctioned Ameritech for soliciting “PIC freezes”
designed to inhibit new competitors from vying for local or intraLATA customers. Moreover, in the
future it is easy to imagine that an ILEC that will also be providing long distance will no longer
process competitors’ PIC changes neutrally, but instead will use the notification as a trigger to
dissuade the consumer from making the change or to solicit the customer to instead choose (or keep)
its own services. Therefore, we have urged the FCC to ensure that whenever the submitting and the
executing carrier is the same, any PIC change or PIC “freeze” must be subjected to verification, and
that incumbent carriers may never use PIC change requests to solicit a PIC freeze or win-back. This
potential will be minimized if the ILEC is required to process PIC changes in a timely manner (e.g.,
three days).

Generally, Excel believes that the Telecom Act and the FCC rules and proposals are on the
right track to minimize slamming. With regard to the bills introduced this year in the Senate, we
agree that strict reporting requirements would be beneficial, and we believe that severe penalties for
intentional, systematic and repeated slammers are appropriate. But I would urge extreme caution

in contemplating the establishment of a private right of action, much less trebled damages, for



slamming disputes. I think the last thing Congress would want is to create a new federal tort that
could easily result in an explosion of new and often unjustified or even fraudulent claims. AsIhave
described, most unauthorized carrier changes are unintentional. I do not think such mistakes should
spawn potentially thousands of lawsuits, with inevitable pressures to settle irrespective of the merits.
I urge Congress not to unwittingly create a new cottage industry for frivolous or fraudulent lawsuits.

That said, Excel strongly agrees that policymakers can do more to reduce and penalize
slamming. We would commend to Congress and the FCC the above-mentioned policies, procedures
and safeguards that Excel has adopted and has found effective in preventing slamming, including
the use of signed LOAs to evidence a customer’s intehtion to change carriers. More paMcul&ly, I
would suggest that the FCC should require all local exchange carriers to regularly report the number
of PIC change requests and number of disputed PIC changes received for each carrier, to give it and
Congress a more accurate picture of each carrier’s practices and conduct and to identify where
further agency action may be warranted. The Commission should focus on a carrier’s ratio of
complaints to PIC change requests, rather than absolute numbers of complaints, in judging a carrier’s
conduct. Six complaints may be significant if the carrier submits 100 PIC changes, but less so if it
submits 10,000.

In conclusion, Excel takes its responsibilities to the public seriously, and we welcome your

initiatives to reduce and penalize slamming. As a company, we renew our pledge to provide
excellent customer service to all our subscribers, and to handle all complaints and disputes in a

fair, responsive and expeditious manner. We are anxious to work with the Congress and the FCC



to eradicate slamming by all carriers, local and long distance, to the maximum extent possible.

Thank you.
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-Corporate Summary .

Revenue and Income

Year Founded

Nationwide Services

Licensing

EXHIBIT 1

Baokgroundor' 3
EXCEL COMMUNICATIONS, INC.

Dallas-based Excel Communications, Inc. is one of the fastest growing
providers of telecommunications services in the U. S. Excel’s innovative

~ combination of business and marketing strategies has enabled the company
_to command significant market share of the residential long distance
..telephone market. Through strategic business alliances, Excel expects to
ifiérease its commanicatiofis pfdducts and services to provide consumers

with a range of new, proven high-tech products at competxtwe pnces

In June 1997 Excel announced a definitive merger agreement wrth Telco

-Communications Group, Inc. of Chantilly, VA, whereby Excel

Communications will combine with Telco in a transaction valued at . -
approximately $1.2 billion. The merger will create a combined company -
with consolidated revenues of $2 billion and 11 billion long distance
minutes of usage on an annualized basis, 6.3 million customers,’ and
100,000 network miles of DS-3 fiber optic capacity. The proposed merger
sohdrﬁes Excel’s position as the fifth largest long dxstance company in the
us. -

Excel _cu}renﬂy resells long distance through a nationwide marketing
network of Independent Representatives (IRs). Once the merger is
complete, Excel will have all the cost saving advantages of a nationwide
facilities-based network allowing for seamless introduction of new
products and services into the Excel marketing plan.

In 1996, the company’s total revenues were $1.4 billion, representinga

167 percent increase compared to 1995 total revenues of $506.7 million. '
In addition, net income jumped from $44.4 million in 1995 to $144.4
million in 1996. ‘

Founded in 1988 as a regional reseller by Chairman and CEO Kenny A.
Troutt, national operations began in 1989

Excel offers long distance phone service throughout the Umted States,
with limited services offered in Alaska.

The company is licensed with state public utility commissions in all states
that require such licensing. Excel maintains an FCC license for its
international long dxstance services.

- more -
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Long-Distance Phone

Billing & Collection

Backgroinder - Page 2~
Company Ranking The company ranks fifth (based on presubscn'ﬁed lines) as a provider of
long distance phone service after AT&T, MCI, Sprint and Worldcom.
. Employees Excel employs more than 2,200 personnel in the company’s Dallas o
headquarters and three service call centers in Addison, Texas, Houston and
Reno. Dallas- and Addison-based personnel also include management,
“human resources, administrative, network management, marketing and
information technology personnel as well as customer and representatxve
telesemce smﬁ‘
Corporate Contact Information |
Address | 8750 North Central Expressway
- Suite 1500
Dallas, Texas 7523 1-6428
Phone Numbers ) 4
Main (214) 863-8000
Media Relations (214) 863-8400
Investor Relations (2‘1 4) 863-8455
Fax Number (214) 863-8843
Web-Site http://www.exceltel.com
Products & Services

Excel resells long distance and value-added services at competmve rates to '

subscribers in equal access areas. These telephone servmes currently
inciude: :
long distance residential

long distance commercial

800 service

international service

calling cards

pagmg products/services

Excel has billing and collection agreements in place with local exchange

carriers (LECs) allowing billing with more than 95 percent of the available -

access carriers in the U.S., representing 90 percent of all customers billed.
These agreements ensure Excel’s long distance charges appear on the
customer’s local phone bill.

- more -
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' Marketing Network

- Summary

Training &
Support Services

Compensation

Customers

Customer Service

 Excel markets its products and services eiclusively through a nationwide

network of Independent Representatives (IRs). Relationship selling is the
basis of the Excel business opportunity. IRs seek subscribers among their
immediate circle of family, friends, business associates and acquaintances.
There is no inventory to purchase, minimal paper work, no sales quotas
and no collection duties. The Excel business opportunity allows IRs to set

'then' own personal, profeesnonal and ﬁnanclal goals.

- - -~

Excel pro;,ides training opportunities for IRs through regularly schediled
schools. Information is provided to IRs through the Communicator, a

monthly news magazine; through Excelevision, a satellite television .-

breadcast; Internet updates; voice-mail systems and regional sales rallies.
Business support includes customer and representative service call centers,
24-hour automated voice response “hotline,” accounting reports and a -
comprehenswe catalog of sales aids and business development matenals

Al IR compensation is pald directly by Excel and is based on the
acquisition of subscribers and their long distance usage. The company

does not pay a commission to IRs solely for introducing new reps to the
company.: Instead, representatives are paid commissions for the subscriber
acquisition and the long distance usage of customers slgned up by IRs they

- have recruited directly or indirectly.

Excel has approximately 4 mxlhon residential and small business long
dlsmnce subscribers.

The company currently operates three call centers in:
e Addison, Texas

e Houston, Texas

e 'Reno, Nevada

The centers are equipped with ﬁigh—tech call management/ database
systems to provide customers with timely, responsive personal service.

* Call center personnel receive initial training and on-going education keeps

them current on relevant news and information to help them utllme the -
technology provided. :

’

- more -
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Executive Management

Kenny A. Troutt
John J. McLaine
Stephen R. Smith
Tom Marino

Chris Dance A

Chairman and Chief Executive Officer
President and Chief Operatiﬂg Officer

Executive Vice President, Marketing

" Bxecytive Vice President, Nework Operations

Executlve Vice President, General Counsel and Secretary

072897



GROWTH IN EXCEL PRESUBSCRIPTIONS

5,000,000

4,500,000 |
4,000,000
3,500,000
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2,500,000 -
2,000,000 .
1,500,000 .
1,000,000 .
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104,970
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2,700,000
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HOME

HELP

STMEBISATIOND. VB

‘Who says long distance
relationships have to be
complicated?

Somewhere in Missouri,
Leslie picks up the phone to
| call her grandmother in
Lansing, Michigan. Before
she dials, she wonders if now
is the right time to call.
Perhaps if she waits an hour,
the call would be cheaper.
8 No, hold on, that's only on
holidays. Or is it Thursdays?
Wait, she remembers now.
As long as she talks for at
I least 10 minutes, she will get
the lowest rate her current
plan offers. Unless of course there are only 30 days in the current
month. Finally, Leslie gives up and takes out a notebook. Perhaps
writing a letter to her grandmother would be simpler.

PLODTTD & IS

Leslie obviously doesn't have Excel's Dime Deal(SM).

Excel's Dime Deal(SM) keeps things simple.

With Dime Deal(SM), you'll aiways know how your long distance
service works.

® No minimum usage required. All your calls are only 10¢ a

minute.

One of the lowest, residential rates available among the top
carriers.

No special calling periods, no restrictions.

Low monthly service fee of just $1.00.

Convenient billing

Free calling cards

Don't fall into the same trap as Leslie. Excel's Dime Deal(SM) was
designed to keep things simple so you can concentrate on staying in
touch with friends and loved ones. You'll always know how much each
call costs, regardless of when you call. And this rate is good anywhere
in the continental U.S.

Don't get caught up in the time you call or how long you talk. Take the
guesswork out of your long distance calling plan. Make Excel's Dime
Deal(SM) your deal.

10/28/97 10:17:32
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Notice the savings Excel's Dime MSM) delivers.

-|NewYork and Wisconsin.

Day - - Evening
Service A Night/Weekend
" [ Interstate | Intrastate | Interstate | Intrastate
Ratety 15¢ 15¢ 15¢ 15¢
P 15¢ 15¢ 15¢ 15¢
Spriat Sense(3) 25¢ 21¢-30¢ 10¢ 9¢-25¢
M:‘ 10¢ a minute - 24 hours

1. The $0.15 interstate rate is applicable in all states except
California, Maryland and New Jersey. The $0.15 intrastate rate is
applicable in all states except California, Florida, Georgia, Hawaii,
Ilinois, Maryland, Massachusetts, Michigan, Minnesota, New Jersey,

2. The $0.15 intrastate rate is appiicable in all states except
California, Delaware, lllinois, Michigan, New York and Ohio. Lower
rates are available if the monthly bill is at least $25.

3. Intrastate rates in California fall outside the range shown.

* The following calls are exceptions: intrastate calls in Florida, Maine,
North.Carolina and Texas; interstate calls between Hawaii and
Alaska, interstate calls between Hawaii and the Mainiand, interstate
calls terminating in Alaska, interstate calls terminating in Puerto
Rico/U.S. Virgin Islands. A $1.00 monthly service charge applies.
Calls.will be billed in full minute increments. All interstate calis are
based on tariffs in effect August 4, 1997 as are Excel and AT&T
intrastate costs. Intrastate costs for MC| and Sprint are based on
tariffs in effect May 1, 1997. Intrastate rates listed are for
intrastate-interiata calling.

As always, when you become an Excel Long Distance customer, you'll
receive Excel Connections(SM), our exclusive customer incentives
program with savings up to 50% at thousands of participating hotels
and resorts worldwide. You aiso have the option to add additional
calling features like My 800(SM), our personal 800 service and Excel
WoridRate One(SM), our fiat rate international service. And our
newest product, ExcelPaging(SM), which offers a full line of numeric
and alphanumeric paging services.

We're so sure you'll be satisfied with Excel Long Distance, we offer -
this no-risk guarantee: Should you decide to stop using Excel service
- for any reason — within 90 days of your service date, we will
reimburse you, at your request, for the cost of switching you back to
your original carrier.

Building Long Distance Relationships

What makes Excel different from all the other long distance
companies in America? That's easy. Excel doesn't just build a long
distance customer base, we build long distance relationships.

We don't have huge advertising budgets. instead, we rely on a network
of Independent Representatives who are the people you know —
neighbors, family members and friends — to spread the word about
Excel. And once your Representative signs you up as a customer, we

10107 101722
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take over and make sure that you receive the best value and service
possible.

- L ~ - Wehope you find that Dime Deal{SM) té!be service for you. Simply let

your Excel independent Representative know that you want to be an
Excel customer.

Become a part of Excel's Long Distance family and see how different a
long distance company can be.

| HOME | INDEX|HELP|
| WHAT'S NEW |
| COMPANY | INVESTOR RELATIONS |
IE’S.QD!&T_S_&_EEMITHI CEL OPPORTUNITY | REPNET

" < Copvriaht 19961897, Excel Communications, Inc.
"Send any questions or problems regarding this site to

wabmasistexceltel com
Plem notemmumﬂm&fmmmhl issues only.
: . For other issues, please ses

Last Modified: September 30, 1997

10/28/97 10:17:32



EXHIBIT 2

PIC DISPUTES
LEC INDUSTRY AVERAGE EXCEL’S RATE

1996 1996

Alltel Does not provide Does not provide
Ameritech ] 5.50% 1:50%
Bell Atlantic 3.81% T 021%
Bell South L 1.17% 0.59%
GTE | 3.10% 1.70%

NYNEX { Does not provide Does not provide
-Southwestern Bell 5.28% 1.67%
Pacific Telesis 3.64% 1.50%
US West 12.50% 3.82%

Percentages listed are based on

PIC Disputes

PIC Changes

PIC = Primary Interexchange Carrier



COMPLAINTS SERVICED PER MILLION DOLLARS OF INTERSTATE REVENUE: 1994
o

8.56

MGroup 1: Cherry, Intercontinental, Piigram and TelAmerica

IOroué 2: Americans Telecom Enterprise, Caphal Network
Sysiems, Matrix, National Accounts Long Distance,
Natignwide Long Distance and One-2-One

MGroup 3: American Tehronica, EquaiNet, Furst Group, U.S.
Long Distance and Vartec

WGroup 4: Alet, Excel, LCL, LDDS, Members Long
Distance Advaniage and West Coast Telecom

"MGroup S: AT&T, MCland Sprint

\J

13 L]
. v 'Y
.%,V“' T

Group 1 Group 2 Group 3 Group 4 Group §

Source: FCC Common Carrier Scorecard - October 1996



HOW EXCEL ADDRESSES “SLAMMING”

Constant customer contact

Regulatory Affairs
Customer Relations Group
Customer Service Group

';",l

Procedures for handling unauthorized customer .switchesu ("slamming”)

Always reimburse customer to switch back to carrier of choice and re-
rate long distance charges

Service Request Form (SRF) must be signed by customer requestmg
change of carrier | * Al
Customer information from SREF is double keyed by two employees

into data base

Random SRFs are reviewed for completeness and accuracy

Verification of data when 5 or more SRFs submitted at one time.

Field audits of business presentations made by independent
representatives

¢ LIGIHX31



“Slamming” is the unauthorized conversion of a customer's long distance.
phone service from their current carrier to a new long distance carrier. The
“slamming” of a customer to Excel’s long distance service is
prohibited by Excel's Policies and Procedures as set forth in every-
Excel Independent Representative’s Application and Agreement, and
will result in the immediate termination of the IR :Application and

Agreement and forfeiture of any and all commissions.

In addition, Excel may take legal action against such IR including, but not
limited to, claims for reimbursement for fines levied upon Excel for slams by
such IR. “Slamming” is illegal under Federal law and in every state and
may carry criminal penalties. Excel will refer representatives who slam, it
customers for criminal prosecution. |

(Source: PIC procedure described in the Excel Policies and Procedures Manual)



Complaint Resolution Process

Excel is committed to provide caring service and anticipate customer needs resulting in a positive experience and a jong term
relationship. Customers may contact our Customer Service Department by calling our toll-free telephone number, 8()0-875 9235, with
any questions or concerns. The vast majority of customer service issues are resolved with one phone call. However, if the matter
cannot be resolved initially and the customer submits a complaint to the regulatory agency, the matter is forwarded to the Regulatory
Affairs Department. The mission of the Regulatory Affairs Department is to respond to every regulatory inquiry and complaint in a
timely manner and ensure full compliance and excellent working relationships with federal, state and local regulatory entmes'

Upon receipt of a complaint, the department staff date stamps the material, establishes a ﬁle and assigns a case number for trackmg
purposes. After the case has been entered in our database, an analyst reviews the complaint thoroughly to ensure that every issue is
addressed. All internal records related to the establishment of the account are examined, including any letters of authorization
(“LOAs") signed by the customer and lndependent Representahve ("IR") apphcattons

Call detail records are analyzed, as well as any Trecords of the primary carrier and records supplied by the inter-exchange point of '

contact ("IPOC"). All complaints are reviewed and completed within the required 10-day response period. In most situations, the
customer is contacted in order to resolve the complaint and achieve a satisfactory resolution when possible. A root cause code and
description are entered in the case file in an effort to improve internal processes. In addition, customer service concerns are brought to
the attention of the appropriate company manager as well as our Quality Assurance Department. In those instances where an
Independent Representative is accused of submitting an alleged forged apphcatlon the contract of the representative is terminated
pending a 10-day appeal process. \ "

.ﬂ'f." "W

Each analyst is committed to the following five (5) key objectives in resolving complaints:
1. Commitments -- We will make and keep the appropriate conimitments;
2. Communications -- We will utilize effective written énd'verbal communication skills;
3. Accountability - We will make the appropriate contacts and address all issues;
4. Resolution -- We will do the right thing;

5. Root Cause -- We will identify the primary root cause and any broken processes in an effort to prevent future occurrences.

CRP.DOC
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- EXHIBIT 4

[ text version ]
- Testimony of -4
- FCC Commissioner Susan Ness
before the
Subcommittee on Communications
Senate Committee on Commerce, Science, and Transportation

Denver, Colorado

October 14, 1997

(as prepared for delivery)

Hearing on Slamming

Thank you, Chairman Burns and é:enat'orv“Campbell,. for mvmxig me to testify you today on the issue of
telephone slamming -- the practice of changing a consumer’s long distance carrier without the
consumer's knowledge and consent,

Mr. Chairman, you mentioned that over the past few months your own family was slammed. I
understand that the same occurred with a Congressman and a Committee staff member. May I add to this
list my own secretary and the president of the dominant Mexican telephone company. They have all
been slammed.

The Commission receives more cofnplaints about slamming than any other telephone-related complaint.
In 1996, complaints totalled 16,000. Already during the first nine months of this year over 15,000 were
filed. I understand from Montana Commssmncr Bob Rowe that our state colleagues are smulm'ly
besieged.

Because most slammed consumers grin zind bear it, we don't know how many of the 50 million carrier
selection changes each year result from slamming. If just 1% were changes due to slamming - a very
conservative estimate -- that would total over 500,000 slamming incidents each year.

Not only is slamming a growing problem, but it is also one about which consumers care passionately.
For example, in complaints to the Commission, consumers use words like "abused,” "cheated,”
"pirated,” "hi-jacked,” and "viclated” tc describe how.they felt.

Slamming scenarios involve deceptive sweepstakes, misleading forms, forged signatures and
telemarketers who do not understand the word "no."

Quite simply, consumers are furious that their carrier selections are being changed without their consent.

And now we're seeing complaints about slamming of intraLATA toll service in areas where carriers are
competing for presubscription. Once local service competition is introduced, I'm sure reports of
slamming won't be far behind.

The FCC takes slamming very seriously. We have a two-pronged approach to combat this problem:
First, our rules make it harder for-carriers to slam. Second, carriers who do not follow the rules are
severely punished. )

In crafting these rules, the Commissionc carefully balanced the twin goals of consumer protection and
unfettered competition. :

The Commission's current anti-slamming rules require long distance carriers to use one of four

10397 121431



I

Sommissioner Susan Ness's 10/14/97 Tesnmony on Slamming http://www.fcc.gov/Speeches/Ness/spsn720.htm!

verification procedures to confirm carrier change orders resulting from telemarketing:

a written authorization;

confirmation from the subscriber via a toll-free number pro\'/‘tded exclusively for this purpose;

an independent third party to verify the subscriber's order; or

a "welcome package" — a letter that the consumer receives in the mail that requires the consumer
to affirmatively reject the change in carrier, otherwise the change goes into effect after two weeks.

Cal od bl

Thus, your service cannot be changed simply because you tell a telemarketer "okay;"~ there must be a
subsequent verification of that authonzatlon.

Another Commission rule regarding letters of agency (LOA) details the minimum form and content for
written authorizations of carrier changes. These rules shut the door on misleading and deceptive
marketing practices, such as having promotional material in one language and the form to authorize a
change in carrier in another language.

Finally, under our current pohcy, carriers who provide unauthorized services must recompute the
consumer's bill so that the consumer pa.ys Do more than would have been paid to the properly authorized
carrier.

Enforcement is the second prong of our anti-slamming campaign. Since 1994, the Commission has
imposed consent decrees and has assessed companies more than $1 million in forfeitures, with
approximately $500,000 in additional penaltles pending.

Also, the Commission recently has taken steps to revoke the operating authority of a group of companies
accused of violating the Commission's anti-slamming rules.

The message is loud and clear: we will not tolerate slamming. But more needs to be done.

Through its Further Notice of Proposed Rulemaking, released in July, the Commission sought comment
on how best to use the additional authority granted by Congress under Section 258 of the 1996 :
Telecommunications Act to combat slammmg We hope to complete that rulemaking by the end of
January.

Section 258 requires the slamming carrier to disgorge any moneys it has received from the consumer and
turn them over to the rightful carrier. In this fashion, the slamming carrier reaps no benefit from its
illegal actions.

We propose to require the slamming carrier to reimburse the consumer for any premiums or frequent
flyer miles that otherwise would have been earned with the chosen carrier.

We also ask whether a slammed consumer should have to pay at all for the service rendered by the
slamming carrier. Here, we must weigh the deterrent effect against the possibility of encouraging bogus
complaints.

We also ask whether the existing verification procedures are effective in deterring slammmg for
example whether a "welcome package” requiring the consumer to respond affirmatively to prevent a
carrier change -- is adequate verification. I don't believe it is — not all consumers read the mail they get
from communications companies. I sure don't.

And we ask whether rules are needed to address preferred carrier freezes. In a freeze, local carriers get
consumers to authorize the blocking of future carrier changes unless the consumer gives his or her
written or oral consent to the blocking carrier - not just to the requesting carrier.

As local competition arrives, the blocking local exchange carrier is poised to compete for long distance

with the requesting carrier. Thus, the local exchange carrier may no longer be acting as a neutral third
party, but may have instituted freeze procedures for anticompetitive reasons. In drafting our rules, we
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